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and participated in the new and growing business of granting
acceptance credits. But in their case this business was carried
on only for their depositors.

The merchant bankers continued to be private partnerships.1
Their business as dealers in foreign exchange and as issuing
houses has already been referred to above. In the period pre-
ceding the crisis of 1857 the acceptance business, which has
ever since been one of the most characteristic features of London
as an international financial centre, was coming into existence.

The merchant banker had for a long time been offering the
lesser merchants facilities in the collection of the bills they drew
when they sold goods abroad. He now began to render ser-
vices in the case where the lesser merchant bought goods from
abroad; the latter was granted an 'acceptance credit', enabling
him to arrange for the foreign seller of the goods to draw a bill
upon the merchant banker instead of on the purchaser himself.
A bill drawn upon a merchant banker of first-rate credit was
more readily discounted and was discounted at a more favour-
able rate than one drawn on an obscure and unknown trader
of slender resources. The merchant banker received a com-
mission for accepting the bill. Naturally he could not offer to
accept bills for any stranger who would pay for the service. If
he was to preserve the good credit upon which his power rested,
he had to exercise great care in the selection of the clients for
whom he would accept bills, and on whose honesty and solvency
he had to rely to remit to him the funds necessary to meet the
bills at maturity. But having started as merchants, the mer-
chant bankers would possess an intimate knowledge of the
affairs of many lesser mercantile firms with which they had
done business, and of the characters of their members. They
knew whom they could trust, and with them they were able to
create a valuable business connexion.

It was particularly with foreign merchants that this business
was developed. The provision of acceptance credits for British

1 Barings was converted into a private company after the crisis of 1890. Some
other merchant bankers have adopted the same form (e.g. Lazards), But they do
not become public companies.
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